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1.0 INTRODUCTION AND BACKGROUND TO THE STUDY

Construction projects in Nigeria are prone to have an increase in price as a result of direct and indirect outcome
of petroleum price increase to certain extent. Because the price of crude oil is dropping, the revenue of the
country will also drop since it is the country’s major revenue earner (Shittu et al., 2013(b)). The building
materials market is exposed to constant changes in prices and some factors responsible for these are; port
charges, inconsistent government policies, exchange rate, fluctuations, haulage costs, fall in value of naira, less
inflow of foreign finance and cost of diesel. '

The cost of delivery of construction materials will go up bef:ause of these; the operating cgst.of
construction equipment like grader, excavator, bulldozer. and the l_lke will aI‘so mcrease.. The cost of bul.ldmg
materials such as cement, gravel, tiles, paint and the l_lke will rise agcordmgly and this will .automancally
increase the cost of the whole building structure. Matena.l costs comprise procurement _of matgnals plus local
and regional taxes, shipping and handling costs which consist of transportation, war%h?husmgt, a;l to sque :XtFr;I
security. Some of these over heads are affected by cost of Petrole_um antd Thay ;);iznctiznai:ﬁ :;’:; go::eﬁ?z .
This high cost of building materials have become a major p(;npter :ere ionsequences and abandonment of
building construction projects in Nigeria today. This has resulted in se
economic and technological development. Nigeria has 2 population of over 160 million people and an

According to Dzukogi et .aI”(ZIojy dz°°a’b°“5‘ 0il was discovered in Nigeria in 1956 at QlodlbLn in tl‘lx(e
abundance of natural resources espemal d tion. The discovery was made by Shell — BP. Nigeria joined the ranks
oration.

Niger-Delta after half a century of explor ream producing 5, 100 barrel per day (bpd). Nigeria
of oil producers in 1958 when its first oil ﬁ.cld came QESS(OPE CF)) in 1971 and established the Nigerian National
Exporting Countri hirolled company and a major player in both the

Joined the Organization of Petroleum and co S
Petro g t pC) in 1997; 25 2 state ow'ned d oil reserve of 22.5 billion barrels and produces 90
eum Corporation (NN i ort an estimate o th 1argest oil producer in the
Upstream and downstream sector- N‘ge“abh?jsof crude oil. Today, Nigeria is the 7" large P
million bp

million tonnes per year from 2.6

and distributing petroleum products
world,

ivities include transporting an¢ Is to provide the needed raw
tion’s acthltleS e of etrochemicals IO‘pl‘ ¢
Other aspects of the corspf;ffath‘3 country and prodtugtflot';e cé’umry (Omozokpia, 2006; Dzukogi et al,
i :

throughout thC nookS al’ld Crannle s dusﬂ,]a] deve|0pme Compames and services C.ompan.ies
Materia]s f, id agricultural and In vision of t particularly those in which
013). The responsibilities also INCU¢® (both forelg, 417 leum industry.

Operating in the nation’s petroleum tutory reg¥2

. ; , an
GoVemment has participatory interest

he activities of oil
d indigenous),
f the nation’s petro

141

Scanned by CamScanner




L
The refined product lines that are presently offered for sale to the public by Pipelineg and p

: rod
Marketing Company Limited (PPMC), which is a subsidiary of NNPC, through the network of depots, e Ugy
1) Liqueﬁed Natural (Petroleum) - LNG - deregulated
2) Premium Motor Spirit - PMS - regulated
3) Dual Purpose Kerosene - DPK - regulated
House Hold Kerosene - HHK - regulated
Aviation Turbine Kerosene - ATK - regulated
4) Automotive Gas Oil - AGO - regulated
5)i.F lljf)lwol;lour Fuel Oil - LPFO- effective 1" of July, 2002
ii. Hig i - HPFO
ii. High ‘;o.lg:?ﬁrgl:md HPFO do not attract bridging claims (which is the movement of petroleum progye by
road haulage from one depot district to another over and above distance of 450km).
Kaduna Refining and Petro-Chemical Company processes crude to produce non-conventiopg
petroleum products like; a) Base ol b) Bitumen c) Asphalt d) Paraffin wax and Sulphur

There are two classes of marketers. First are the eight major marketers namely: Mobil Qi PLC, AGp
Qil PLC, Texaco PLC, A P. PLC, Unipetrol PLC, National Oil PLC and Total/Elfina PLC_. The second category
on the other hand is made up of the indigenous business men and women that own outlets In both rural and urban

areas in the country. The independent marketers provided a rapid increase in the number of filling stations in 4
corners of the country.

y Rail, Road, Sea and Pipelines. Bridg

Ing is the
road haulage from one depot district to another, over and above distances of

during

According to Odularu (2008) crude oil discove
both positivel adversely.

y and On the negative side, this can be considered with respect to
communities within which the oi

€ctors in the economy, the excess revenue made
iversify and also DP of the economy.

Alley et al (2014) added that oil price shocks inSigniﬁcantIy retards economic growth while oil price
itself significantly improves it. The significant positive effect of oil price on economic growth confirms the
conventional wisdom that oil price increase is beneficial to oil-exporting country like Nigeria. Shocks however
create uncertainty and undermine effective fisca] Mmanagement of crude oj] revenue; hence the negative effect of
oil price shocks. Nigeria gained an extra US$390 billion in oil-related fisca] revenué over the period 1971 - 2005
(Budina and Wijnbergen, 2008 cited in Alley et al., 2014). N P

igeria €conomically unde s because her oil
wealth has not been tapped to launch her Onto economic hej Y rperform

ghts; rather, she suffers fro an be described
as a resource curse —a paradox of poverty amidst plenty resources, m what ¢
Building materials refer to al] or an

ized that a]] buildtihnat matterial aseqracs above 60% of the tofal cos Orf
e materi o 0
the cost of the building and also do not have the same r%lativ:nials used do not have the same significance

i

Onibokun & Agboola (1990) classified building materials into gjx bmportance on the existence of the building:
]

construction. Jagboro (1992) re-emphas

: ; : : : . road categories : \nal construction
el pode: flooring materials, Walling materi, S, ventilatiop =Rt o conventnonﬁ{l aterials,
painting materials and sanitary ot Materials, roofing/ceiling m

_ Olator (20(1)(2f(;ll?55;§:tde construction cost jny, direct cost gpq ; di e costs ATC
P e it C'OZ' te pStS [ (lluclipmem as Well as materiq)s and labg _ndirect cost. Direc J allation
and ersction wiile mdircct sests melude ransportation o aMong others (o 01ved in the actual '”sﬁned as
et g mOVmgprrso,]s Or commoditjeg Over distanceg Ths_- Cost of transportat'.on 18 de des the
SERIGHT mle Wt alko oSt 1O emEnlatioy, Packaging iNsurapees . S COSt of transportation inclu
expressed in terms of transport effort like th

€ tonne or ;) fices and inventory cost. The costs MAY
: ion are cost of carrj Uometer or m p importal
consideration in transportation CaTiage, onetary form and the most imp

Speed of capy
Carriage ang Quantity of Joad factor.
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Specially sipc, . -
This however was however short-lived as oil reve € the oil Provided the my

i ; Nue crasheq j
economy and 2 crushing foreign department, the nation wis, d in the early 8
Programme (SAP) in 1986 and consequent essed introduction
~ Consequently, there was the nee

0s. Faced with the depressed
of the Structural Adjustment

puilding materials have been discovereq to poss
industry. The need for importation of buildin
utilization of local materials and technologjes,
% of the ¢ i iviti

controlled only 50% o onstruction activities conse

‘ \ es, quently most of ¢ i
Americana, 1981). The important trend hag failed the nationytowardso en}‘lzm : com i grow ang
employment opportunities commensurate with huge financia] inves i chionel 9 the oot
industry.

€SS great potentjalg for : .
: transforming the Nigeri i
§ materials alsg gt ZHIng igerian construction

_ . A : variation and fluctuation of market prices of materials for
construction projects. This paper is the second Phase of an ongoing research, The first phase studied the impact
of petroleum price increase on the cost of building finishing materials during the early period of the new
millennium democratic dispensation (Shittu et al., 2013b) while the third phase will compare the research

findings of the first phase and second phase. This study is therefore necessary, in view of the identified
problems, to form a good basis for investigating the impact of petroleum price increase on the cost of building
finishing materials between 2006 and 2012 (transition in to more advanced level of democratic dispensation)
thereby enabling the contractors and clients have fair Jjudgment in terms of claims by assisting to develop a cost
guide for pricing building construction works and cost analysis of building works in Niger State, Nigeria.

In view of the identified problems, this paper focuses at examining the effect of increase in price of
petroleum products on the prices of some selected building finishing materials ip Niger State bgtw;en 2006 and
2012 with a view to enhancing project delivery by government and stak.el[olders in the construction industry. .

The finishing materials covered for the study are China Vltnﬁc?d. Tlles_ (3.0x30cm),. Royal Ceramic
Tiles (30x30cm) and Abeokuta Tiles, as the floor finishing materials; the ceiling finishing maten_als_are Asbes}os
(4inch x 4inch) ceiling board and polyvinyl Chloride (PVC) cedmg Board; and the wall finishing materials
covered are Emulsion (201tr) and Gloss (4ltr) pa_ir_lts of Sandtex and Vllnyl pmduczstrea;c:.h geigegzl::;tp\:?g:lct
considered for the study is Premium Motor Spirit (PMS) popularly known as petro y

used petroleum product in Nigeria.

2, OLLECTION ) : : . .
O:eTfEJ:gggolzj?gfysﬁg’ 2:1;‘:),5(1 in this study is the random sampling technique in getting pertinent

M . . by sending out questionnaires to shops dealing with building
'm“;‘l’e”r?;z(if; (l:f;“t:; tll'?: a;:t): .inT:(lJ?ljuwnaStigs nviithydirect observation. Data on prices of petroleum products were
$Hheed from Mobil Petroleum (indei?:get?;tr}? ?ll;eksztr?;)t-ive and inferential s_tatistic:l m.etl;og:_ Th;o 1;23;1" ?‘:: a:l:
line gra l?nalySls o %atf w:;l’g;:;u“c“ds betwesh th? bm.ldl;gmlzz;e:;\ﬂsv:r?ablzls'lcin the F::Ata collected was
descri o Vi L 00 tial analysis, the relatlonShlP © lation coefficient (R), coefficient of

et:np't e ana'lysns. ket th'e mfcrfjn simple regression analysis, the cto m;'la:e correlation analysis was used to
dﬂengggol:l(nl%z)cz;rg latl:: nte.:?s of significance (F-test and P -test).

: alysis was used to formulate
the variables tested and regression analy
e degree of assoclule? b in relation to one another.

. Predictive models of the variables Simtljllmhny;(;l:;l); i‘s’b;‘:;"f:sted at 95% confidence level in order to promote the
Basically, the following null 1

chievemeny of theyobjcctives of the study: rween the price

O There is no significant relationship be

building finishing materials of bun]dmge-n o

ﬁl'- lete is significant relationship betwe

Mshing materials of building.

All other factors, some O
and demand and supply forces

s of petroleum products and prices of the selected

roducts and prices of the selected building
ces of petroleum P

background to the study, like exchange rate,
in price of building materials are assumed

ntioned in the

’ e X
f which are ™ d lead to increase

s +ch coul
'hﬂation which
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to remain sonstan’ ‘:I; s;:;lucc’z;ilccu:d from the independent marketer and authors’ field survey are pregenqeq .

The research da
. ilding Materials fro
TABLE 1. , d Price of Sclecled Bui m 200()(
f Petrol an 0

TABLE 1: Data Collected on Regulated Price 0
2012
3 2010 2011 2
Year 2006 2007 2008 2009 012
Petrol/Materials _______—/;) 90 13\
Petroleum Per Litre -4 75 90 70 8
=N= 5500 6000 6
(Abeo)kuta Tiles (=N=) 3500 4000 4500 ?ggg 150 1150 13(5)8
China floor tiles (=N=) 850 950 1050 950 1100 s
Royal tiles 500 600 800 850
PVC Ceiling per sq gqp 900 850 800 700 700 750
metre (=N=) ]
A:bes:o; )ceiling Per  <oo 600 650 700 750 750 800
sheet (=\=
Sandtex gloss paint ,,q, 2500 2800 2945 3000 3200 3520
(=N=)
(Sa;d;ex emulsion paint ¢4, 2000 2500 2600 2500 2800 3000
Vinyl matt (=N=) 1000 1200 1250 1350 1400 1580 1740
Vinyl emulsion (=N=) 950 1000 1200 1200 1300 1500 1650

SOURCE: i. Mobil Petroleum Marketer (Minna)
ii. Market Survey (Researchers’ Field work, 2013)

3.0 RESULTS AND DISCUSSIONS

3.1 Results of Descriptive Analysis

It was discovered from the descriptive analysis that the prices of all building materials selected respectively
followed similar trend with that of petrol except the price of PVC Ceiling, which moves in opposite direction to
the price of petrol. This is in line with the findings of Omozokpia (2006) who studied the effect of the increase of

the price of petrol on the prices of building finishing materials from 2000 to 2005. The graphs showing these
trends are presented Figures 1 10 9.
' W

% mmm Petroleum
w Price

; (=N=/Litre)
% == Abeokuta
% Tiles

¥ (=N=00)

Fig. 1: Trend Compari
Parison between Pri
Abeokuta Tiles from 200 T(f;so(l)g Petrol and
-8 from 2006 to 2012

_/
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s Petroleum
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\
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Fig. 6: Trend Comparison between Prices of Petrol and
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\
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Fig. 8: Tren}i Comparison between Prices of Petrol and
L Vinyl Matt Paint from 2006 to 2012
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Fig. 9: Trend Comparison between Prices of Petrol and
Vinyl Emulsion Paint from 2006 to 2012
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€ first set of analyses (Analyses 1a, 1b and Ic) were ¢
Of the three floor ﬁi:ishir(]g mayten'als (i.e. Abeokuta tiles, g
*“Bulated price of petroleun products. The coefficients o e
"Spectively were 579 and 32% for Abeokuta Floor tles vERE
By By e verBis price il e ot lies tilat the relationshi
Yersus price of petroleum products respectively. This imp e iearsid Cigni
e ing materials and price of petroleum P Yt wa'ss,paccou.nted for as a result 0
“efore, increase in the prices of floor finishings llculale 4 observed resp
RUSlum progucts and vice-versa. The values O (0 o1 while the P value
5988 s retey s T 4 O{hFrza ::;::se a sign.iﬁcant relations
S Was less than 0.05. This implies that 11
nu) hypothesis was th'ere.fore rejected in € b of the two €
The relationship between the Prices of eac-]ina poard) and r:g: weal
PVC Ceiling Board and 4” ¥ " :
d in the secgond analysis. It was Board and ,egu]ated price of petr
g,% imply'mg weak re

Mdy (i e,

S:ltel:mine s
Ationah: .
of "Onship between the price of PVC CEMY

inati ; 12
“eMmination (R?) value observed Was
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hina vitrified tiles and Royal ceramic tn[es) and the
f correlation (R) and determmatlor—l (R”) observed
Price of petroleum products; 65% fmd 42% .for
58% and 33% for Royal ceramic floor tiles
p between each of the three floor
ficant in degree of association.
f increase in the price of
ectively were 12.241, 18.755 and
(0.000) in each of the three
hip between the variables and the

ach of the three CASE% eiling finishings materials selected for this
Jated price of petroleum products was
k, negative and non-significant
oleum products. The coefficient
Jationship and the correlation coefficient (R)
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observed was 34%/0.34 indicating \yeak depgre et increa
observed between the variables indicates a tendency

: i lue 0 _ ess
decrease in the price of PVC Ceiling and v1cl<~; \l/,e:sla ('ll;l;ev;/lﬂue * £0.076 observe d was greater than 0.05. This o
ile the probability
the value of F tabulated of 4.41 while t

i rd versus regulated price of petroleyn,

o o thi f PVC ceiling boa :
hypothesis in this case 0 ) »troleum products, on the other hapq
i s of ml;" lgf ceiling board and regulated price of’pCtLq witlrl) strong degree of associa;l" )
products. In :jhehcaST of as fsis 2 weak p05iliv e and signiﬁcanl relationsnip ion
was observed that there ex )

. .3 was . o
relationship and the correlation coefficient (R) b stween the variables indicates a tendency that 4y

between the variables. The positive co;‘rela‘;ol;l 0bs§:::3a52 in the price of asbestos ceiling and vice versa, The
i i i trol will be followed by an Py 4.41 while the ili
lvr;cllxia:;'?é:fc?xﬂ\::dog? eI ;(.)87 observed was greater than the value of F tabulated of probability

: eiection of the null hypothesis in this case.

(P) value of 0.001 observed was less thap 0.05. Thl.s lgd tott]herleeJ::itsl’g": positive, linear, weak and significan;

It was observed from the third analysis lhath (;te:the selected painting materials of Sandtex products
relationship but strong degree of assocmnon'betwe.en eac i or the study and price of petroleum products, R
(i.e. Sandtex gloss paint and Sandtex emulsion paint) selecte _ gixerved T wach oF e fwn s
and R’ values of 59% and 35%; and 56% and 32% respectively wezreO;J3 swhich S0ie8 aeh, Eidoler fur e;
respectively. The respective values of F calculated were 14.10 and 1 ’ Bt e mses teamesgiive]
tabulated value of 4.41, while the P value of 0.001 and 0.002 oll])se.rv'edtlhn. e:ﬁl;];sits € two p y was

: i led to the rejection of the null hypothesis in this analysis. ) )
fess than OT(I)ai ar;:uti;‘s ﬁ:lysis showegi a positive, linear, strong and sigmﬁcar}t relau?nshlp betv\{een the
independent variable (regulated price of petroleum products) and the depenc'lent_ variable (Vinyl Matt paint). The
correlation coefficient observed was 73%, while the coefficient of determination observed was 53%. The null
hypothesis was therefore rejected in this analysis because the F calculated value was grea_lter than th_e F tal?ulated
value and the P value was less than 0.05. The result of the analysis between price of Vinyl emulsion paint and
price of petrol, on the other hand, showed that there exists a weak, positive and significant relationship between
the variables. The coefficient of determination (R?) value observed was 32% implying a weak relationship and
the correlation coefficient (R) observed was 56%/0.56 indicating a strong degree of association between the
variables. The positive correlation observed between the variables indicates a tendency that an increase in the
price of petrol will be followed by an increase in the price of Sandtex Emulsion Paint and vice versa. The value
of F calculated of 12.073 observed was greater than the value of F tabulated of 4.41 while the probability (P)
value of 0.002 observed was less than 0.05. This also led to the rejection of the null hypothesis in this case.

The results of the regression analyses discussed above, as well as the regression equations used to
formulate a predictive model for the study, are summarized in Table 2.

Table 2: Results Summary for Inferential Analysis

- Variables . 2bservn'ﬁom — Inferences
] o egression :
No. X Y Model Equation o Feu Fuas Poutee Slrenglh ‘ of Action 'On
g REInhonshlp Remark Hypothesis
1a Pewol TR0 Liner Y =223 gny oy L4 .
iles +28.62x . - 0.020  Weak H Reject Ho
China , Y = 644.67 +
b Petrol Floor Tiles Linear 473x 65/42 18.755 441 0.000 Weak SS Reject Ho
lc Petrol Royal Tiles  Linear Y =20524 +
c 7.24x 38733 12.988 441 0.001 Weak Ss Reject Ho
PV i Y =948.83 -
2 Perel Ceiling Hinear ) o S8 3 a4 441 0076  weak H
: : - cal NS Accept Ho
2 Perol  Asbestos L Y =38001 4
Ceiling 337 58/33 12.87 441 0.001 .
da Petrol Sandiex Linear Y = 145876 X Weak SS Reject Ho
Gloss Paint +15.99x 59/35 14,1 44
Sandtex 41 0.001 Weak sS Reject Ho
3b Petrol Emulsi 1
T g M Y= 136158 semy 0
ain +12.73x 073 441 0.002 Weak ject H
4a Perol  VinYl Mat Linear Y =47395+ ' enk SS Reject Fo
Faint 9.79x 7353 29379
Vinyl - 44| 0.000 Slrong SS Reject Ho
4b Petrol Emuls:on Linear Y=4144) + 6
Paint 9.43x 6 261 44

Source: Authors’ Data Analysis (201N Weak ss Reject Ho
Keyv: e

SS = Statistically Significant
NS = Not Significant
Petrol =

Regulated Price of Petroleum Prody
Cts
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F
: line (9
o :‘nfound smtablel whi lch PVC ceiling bgry IS(. ())::o:felt;ehave been formulateq gy of which
cant relationship they showed in the analysig eight (8) suitab)e models drer 001y (1) has not
sigh ™ dels formulated based on the fact th > ONly one (1) hag be o, iscovered based on the
e :a’oand this was Vinyl Matt Paint Thet: t?otr:;hf S the respectiye correeilz:tifcc:rllJ T;d(;(; etmmost suitable of the
bfli:]:& summary of Predictive Models ulated models gre SUmmarized ?n T:I;T;l?lnatlon coeficients to
::nleis No. Model/Equ.ation \
]/’__,,, Ab_eokutaTlles = 2427.38M Suitability
; ChinaFloorTiles = 644.67 + 4.73 Petrol Suitable
; RoyalTi‘le':s =205.24 + 7.24Petro] Suitable
; PVCCeiling = 948.83 — | 67petro Suitable
: AsbestosCeiling = 380.01 + 3 37pero| Not Suitable
y SandtexGlossPaint = 1458 7¢ + 15.99Petro] Suitable
. SandtexEmulsionPaint = 1361.58 + |3 73pqr Suable
g VinylMattPaint = 473 95 + 9.79Petrol Suitable
9 VinylEmulsionPaint = 414 4] + 9.43Petro] o Siibie
~Soarce: Authors’ Data Analysis (2013) Suilahle

5.0 CONCLUSIONS

This study has shown through analysis of data ¢

regulated prices of petroleum products over the pe
| Increase in the regul

2 ated price ofpet_rO!eum products accounts for high cost of finishing materials in building projects.

2 Prices of all building materials selected respectively followed similar trend pattern with that of petrol
except the prices of PVC Ceiling, which moves in opposite direction to the price of petrol.

3 It was discovered from the inferential analysis that the price of all the building materials selected
correlated positively and strongly with the price of petrol with coefficient of correlation (R) value
ranging from 50 — 73% except PVC Ceiling Board. .

4  All selected building materials prices had significant relationship with the price of petrol respectively
except the prices of PVC. This shows that the price of petrol can serve as a good predictor of the prices
of building materials and vice versa at 95% confidencc level. - Cthe

5 Only (1) model has not been found suitable which was that of PVC Ceiling Board was, out of the nine

9) models which were formulated. p
6 %t )can tzlesrefore be concluded finally that the formulated models can be used for forecast at 95%

confidence limit.

Qllected that trends on the prices of finishing materials and
riod under review, concludes as follows:

*0 RECOMMENDATIONS ice of building materials at fixed price

bark on regulated price o uilding _ _ Pie

b The l_?e]?erz;l Gtgve;n Ei:jtarslhr(:]llaltir;r:; like China tiles since there is increase in price of finishing
especially for thos g

€ quahty lllpul lagEd m IOCa“ plOCCSSed bUIldmO “lal ] h

‘ ; ik Abeokuta tiles,
b mmended to all construction projects, like the use of
long life span and can be reco

i iling board.
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